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SUMMARY OF BILL:    Changes the definition of beer to include beverages with up to 
12 percent alcohol content.  
 
 

ESTIMATED FISCAL IMPACT: 

 
 Decrease State Revenue – Net Impact – $261,100/Recurring 

 Increase State Expenditures – $58,000/One-Time 

 

 Increase Local Revenue – $1,186,500/Recurring                  

 
 Assumptions: 

 

• Beer currently includes alcoholic beverages with alcohol content up to 5 percent.  

• According to the Alcoholic Beverage Commission, there will be no change in the total 
number of retail liquor store licenses.  

• Modifying the regulating authority for beer having a greater alcoholic content will not 
significantly increase sales.  

• According to the Department of Revenue (DOR), beverages with alcohol content greater 
than seven percent are taxed at a rate of $4.40 per gallon.  

• Pursuant to Tenn. Code Ann. § 57-3-101, wine will be excluded from the provisions of 
this bill. Total wine sales will not be affected. 

• According to DOR, the excise tax rate for beer is $4.29 per 31 gallon barrel.  

• According to DOR, excise tax collections for the sale of beer are estimated to be 
$16,969,000 for FY11-12 resulting in 3,955,478 ($16,969,000 / $4.29) barrels sold or 
122,619,818 (3,955,478 barrels x 31 gallons) total gallons sold.  

• According to DOR, the excise tax rate for liquor is $4.40 per 31 gallon barrel.  

• According to DOR, excise tax collections for the sale of liquor are estimated to be 
$35,374,000 for FY11-12 resulting in 8,039,545 ($35,374,000/$4.40) barrels sold or 
249,225,895 (8,039,545 barrels x 31 gallons) total gallons sold.  

• The major beer tax is 17 percent.  

• According to the DOR, the wholesale price of liquor is estimated to be $30 per gallon. 
The wholesale price of high alcohol content beer is estimated to be $10 per gallon. 

• According to the DOR, two states have liquor rates that show sales below the 15 to 17 
percent alcohol content threshold, representing approximately five percent of total state 
liquor quantity.  

• Estimate assumes five percent is the proportion of liquor sold in Tennessee.  
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• According to DOR, approximately one percent (Liquor 1) of liquor sold is taxed at $1.10 
per gallon. The remaining four percent (Liquor 2) is taxed at $4.40 per gallon. Estimate 
assumes one-half or 2 percent of Liquor 2 is within the beer definition provided by this 
bill.  

• According to DOR, Liquor 1 is approximately 80,390 gallons (8,039,000 x 1%) 
resulting in a decrease to liquor excise tax revenue of $88,340 (80,309 x $1.10). 
Subjecting Liquor 1 to the beer excise tax would increase state revenue by $11,124 
(2,593 barrels x $4.29 beer excise tax) and increase to the wholesale beer tax of 
$409,576 [(80,309 gallons x $30) x 17% wholesale beer tax rate]. 

• According to DOR, Liquor 2 is approximately 160,780 gallons (8,039,000 x 2%) 
resulting in a decrease to liquor excise tax revenue of $176,858 (160,780 gallons x 
$1.10). Subjecting Liquor 2 to the beer excise tax would increase state revenue by 
$22,248 (5,186 barrels x $4.29 beer excise tax) and increase to the wholesale beer tax of 
$819,978 [(160,780 gallons x $30) x 17% wholesale beer tax rate]. 

• The total decrease to state revenue from the liquor excise tax revenue is estimated to be 
$267,198 ($88,340 + $178,858). 

• The total increase to the beer excise tax is estimated to be $1,229,553 ($409,575 + 
$819,978). 

• According to DOR, the wholesale beer tax is subject to apportionment as follows: 0.5 
percent to DOR, 3 percent to wholesales for administration, and 96.5 percent to local 
governments. 

• The increase to state revenue from the beer tax is estimated to be $6,148 ($1,229,553 x 
0.5%) resulting in a net recurring decrease to state revenue of $261,129 ($267,277 - 
$6,148). 

• The recurring increase to local government revenue from the beer tax is estimated to be 
$1,186,519 ($1,229,553 x 96.5%). 

• Based on information provided by the DOR, the one-time modification of current sellers 
cannot be accommodated within the existing resources and will require additional 
resources equivalent to one full-time position for one year. One-time state expenditures 
will increase by $57,984 ($42,718 salary + $15,236.30 benefits). 
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